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As the return on investments in the industry were so problematic
the risk was too high for private investors, and it was impossible to
go to the capital market for money for reorganization. It ^^
appreciated that only the banks could finance the industry on a
scale sufficient for fiill modernization, and the unparalleled de-
pression forced the banks to take some action to further the schemes
for rationalization. The Bank of England, through the Bankers'
Industrial Development Company, took the initiative in the amat
gamation scheme represented by the English Steel Corporation
while the Securities Management Trust financed the Lancashire
Corporation. The banks only visualized, however, regional con-
solidation and specialization, but had apparently no scheme for the
resuscitation of the whole industry.
In the years 1921-30 the real problem was to put the industry
into a position to attract capital as a paying investment. Professor
Jevons suggested that the State should assist in financing the re-
planning of the whole of the heavy industry at economically strategic
points in co-ordinated modern plants of sufficient size to obtain the
best scientific management, and that it should be run on public
utility lines with price control of standard products and an inter-
national agreement with regard to output. It was improbable that
State aid would be resorted to, but its suggestion was significant as
was also the alternative suggestion of providing a stable demand by
reservation of the home market.
As regards export trade, the Macmillan report (1931) made
reference to the fact that it had not been possible for traders in this
country to obtain advances on terms as favourable as in some of the
leading competitive countries. It was not until 1926 that a form of
financial assistance by credit facilities for export trade was provided
by the Export Credits Department of the Department of Overseas
Trade* The work of the department was, however, considered a
temporary expedient until its schemes could be replaced by the
assistance of credit insurance companies.
In contrast with the British view on investment banking, the iroa
.and steel industries in the foreign countries considered received
financial service from the banks, quite apart from short-term
advances. In Germany and the U.S.A. investment and deposit
banking were limited and investment banks handled share issues for
iron and steel firms and held their shares as a long-term investment
In Germany the banks were the chief agencies for the supply of
long-period capital, and naturally they favoured the larger firm%